taught his pupils fundamental principles of economic policies. What are the agendas and non-agendas of government in a market economy? What is necessary to promote the well-being of the subjects of a monarchy? By reading the materials Menger taught to Rudolf, one can get a bird's eye view of Menger's economic policies. This examination is followed by Section 3, in which I address his lectures on public finance. The transcription of the lectures, now available thanks to the efforts of Takeshi Mizobata, enables us to read the contents of the lectures that he gave at Vienna University. Since
Menger did not offer a detailed account of the discipline in his published works, this offers us a good way to identify his position in the history of public finance. This section, together with the previous one, contributes to the basic understanding of Menger's economic policies. In Section 4, we turn to a newspaper article that was written by Menger to commemorate Adam Smith. Although it was addressed to general readers, it gives us a clue to his interpretation of Smith in comparison with those by other German scholars of that era, which is another way to identify Menger's liberalism.
In Section 5, we demonstrate that there are important differences in opinion between Menger and Rudolf concerning the problem of how to deal with the Enlightenment.
While Rudolf shared a basic political stance with his mentor, he was more optimistic in his belief in the further development of human beings. In the final section, some concluding remarks will be made. Although we have tried to extend the scope of this analysis to include aspects of Menger's ideas other than monetary theory, this is still a tentative answer to the abovementioned problem.
Economic Liberalism in the Rudolf Lectures 2
As is indicated by Erich Streissler, the Rudolf Lectures are heavily based on Karl Heinrich Rau and Wilhelm Roscher, but another important source is Adam Smith. 3 In
this section we will demonstrate that Menger had relied upon both arguments in the English Classical School represented by Smith, as well as those traditional discourses of German economics beginning with Cameralwissenschaften, of which the dominant player in the first half of the 19 th century was Rau. In fact, these lecture notes are good examples of the reception history of Smithian economics and of a still-surviving tradition of typically German economic discourse.
Menger used the following simple two-stage theory with respect to the necessity of governmental intervention:
When a people is still uncivilized, the head of state may attempt to activate the sluggish economy on his own initiative; but where trade and commerce flourish because of a people's industry and education, the state can greatly harm the citizens' interests by interfering too much, while it will most definitely promote the interest of the national economy by allowing scope for individual action and lending support only in cases where an individual's strength is insufficient. (Streissler and Streissler, 1994, p. 109, p.111) In developing countries waiting for takeoff where ' a people is still uncivilized,' one badly needs a kind of state intervention; however, after takeoff, governmental intervention is more or less a disturbing factor in a market economy. Thus, in developed countries, the state must stop playing a definitive role in order to orient the economy as a whole. 4 Menger supports his arguments in a typically Smithian or Hayekian way. In his own words:
However carefully designed and well-meant institutions may be, they will never suit everybody, since only the individual himself knows exactly his interests and the means to promote them. Menger's standing point can be neatly summarized as follows:
Freedom (Freiheit) and self-reliance (Selbstverantwortlichkeit) in the economic efforts of citizens are the foundation of the overall development of a state; therefore the state has to realize and defend these fundamental principles. (Streissler and Streissler, 1994, p. 115) As the above quotes show, Menger was supportive of economic liberalism, with some careful reservations. Let us look at government agendas from Menger's point of view.
Important roads, railways and canals that improve the general well-being by improving traffic and communication are special examples of this kind of enterprise and lasting evidence of the concern of the state for the well-being of its parts and thereby its own power; at the same time, they are/constitute major prerequisites for the prosperity of a modern state. The building of schools, too, is a suitable field for government to prove its concern with the success of its citizens' economic efforts. (Streissler and Streissler, 1994, p. 121) As is well known, roads and canals are included in government agendas in The Wealth of Nations. Smith did not mention railways, simply because they did not exist in England or in any other part of the world when he wrote his grand oeuvre. On the other hand, Menger did not refer to bridges and harbors either. It is difficult to determine whether he skipped them on purpose or if the omission here has any substantial meaning.
Beyond these agendas, Menger goes so far as to say that the protection of forests must be provided by the government. He explains why this is necessary:
Quite often a forest owner in the mountains who is temporarily short of money will want to clear his high-lying forests; this can easily cause irreparable damage, since the rainfall will then run off in torrents and wash out the humus layer; floods in springtime, droughts in summer, and other kinds of damage to agriculture in the plains result from such deforestation of the mountain sides and tend to worsen over time. The Southern Tyrol, Istria, Dalmatia are sad object lessons of he blind greed of individuals and thoughtless negligence of former governments. (Streissler and Streissler, 1994, p. 131) This is an important proviso of economic liberalism. In general, Menger was of the opinion that the unconstrained behavior of economic agents will lead to a socially desirable result; however, as is the case with forestry, this proposition is not always true. Protecting forests is among the major duties of the state which, by virtue of their importance, justify government intervention in individual economic activity. (Streissler and Streissler, 1994, p. 133) While the case of forestry was not suggested in The Wealth of Nations, German scholars were eager to protect forests from various points of view. This leads to the conjecture that Menger took the above story from German textbooks, which are more or less concerned with the problem. 6 To demonstrate that this is indeed the case, we will briefly introduce the arguments of Rau, whose textbook Menger had studied eagerly in order to prepare for his Habilitation. Rau emphasizes the importance of governmental intervention in the field of forestry as follows:
Private forestry is not only the target of purely police activities, which attempt to keep it away from various damages, but also of people who were careful enough to see it from the standpoint of the national economy…From early on it has been thought necessary to make private industries subject to state control…And there was no hesitation to limit the freedom of forest owners when it was justifiable to do so from the viewpoint of the national economy. (Rau, 1828, p.154, author's translation)
The quote here is, in a sense, typically German. The idea has its origins in
Cameralwissenschaften, and through Rau and others it became a tradition in German economics, later finding an echo in Menger's lectures to Rudolf.
Lastly, we examine Menger's understanding of the labor market at that time. Since the latter part of the 19 th century, it has continued to be an issue; some people have seriously begun to think that the labor market must be seen as an exception to the laissez-faire principle. Indeed it can be safely said that one of the urgent problems of Menger's time was the degraded working conditions of factory workers. Their condition was vividly described, for instance, in chapters of Das Kapital by Karl Marx. Workers in the midst of rapid industrialization were often forced to work for long hours under bad conditions, such as in hot and humid factories. Even small children and women were hired at low wages. Menger did not avoid mentioning the problem in his lectures, saying that workers must be protected by various measures not only to improve their conditions but also to prevent the arrival of communism:
As mentioned above, we encounter this problem especially in factories; here the factory owner has the opportunity to further the intellectual and emotional development of many people by gentleness, benevolence, and good treatment and thus turn them into good citizens; by treating them roughly and overworking them, he can cause the workers, who are on a very low level any way, utterly to degenerate -to become the very scum of the population. Thus, the so-called proletarians and communists come into existence, as the result of the ill-treatment by the rich, who are now haunted by their spectre. (Streissler and Streissler, 1994, p. 127) By working under good conditions, workers become good citizens, while if entrepreneurs force them to work under bad conditions for long hours, they turn to radicalism, thus opening a way to communism. In order to avoid this, daily working hours must be shortened. Menger continues:
The factory owners may influence decisively even the physical development of the working class; and for this very reason, the state must pay close attention to life in the factories in order to prevent workers from degenerating physically as a result of their being overworked. Therefore, factory owners are not allowed to let their labourers more than a certain maximum [in the margin: 15 hours], even if workers were willing to submit to such disastrous treatment, pressed either by necessity or induced by a higher wage; the government prohibits, for example, a 15-hour day in factories since the worker's physical strength and health suffer if he spends that number of hours daily at hard labour, thereby having his mental faculties blunted completely and sinking to the state of a machine. (Streissler and Streissler, 1994, p. 127, p.129) Although Menger supported factory legislation, it is astonishing to find his suggestion of a modest governmental intervention in the labor market. If one works for fifteen hours, as is indicated here, he or she will be left with only nine hours in the day, which is almost equivalent to total sleeping hours plus a short time for breakfast, lunch and dinner. Indeed, this concept must be acceptable for almost all capitalists, including those seeking to exploit their workers up to fifteen hours a day. We can compare the above passage with the case of the UK, where the Ten Hour Act was passed as early as 1847. Adolph Wagner. The way in which Menger lectured to the university students was different from the manner he used when lecturing to the future king of the monarchy; in the lecture room at Vienna University, he gave detailed information on the published works of the discipline, a routine procedure in university lectures, but a process that he totally skipped in the Rudolf Lectures.
Menger's basic understanding of the history of public finance can be aptly summarized as follows:
In Germany, public finance was already well-developed even before Smith. (Mizobata, 1993, p.33, my translation) It is true that public finance was not given in independent role in the treatises on British economic thought. Adam Smith, the founder of economics-and at the same time a representative player in the Scottish Enlightenment-dedicated only a part of the last Book of The Wealth of Nations to the discipline. This makes an excellent contrast to the German way of dealing with the problem: Rau's third book exclusively deals with public finance. As Menger said, this tradition was deeply embedded in the tradition of Cameralwissenschaften in German-speaking areas, which continues to play an important role in the development of the discipline, even after the introduction of Smithian economics in Germany. On the whole, German influences were apparently dominant in these lecture notebooks.
Menger explains the differences between the private and state economies after engaging in historical descriptions of the discipline. Among the three points he indicated, the first deserves to be mentioned here:
That the state has to have moral purposes. Not only the state economy but also revenue and expenditure must have this character. The state cannot concern itself with business that endangers morality. How stupid it is to receive revenue from, for instance, the lottery in order to promote moral purposes! The same can be said of expenditure. The state is not allowed to spend money for amoral agendas. If the expenditure is not adequately seen from this rule, it cannot be justified from an economic point of view. (Mizobata, 1993, p. With increase in income, one feels less sacrifice, even if the loss is the same amount. For this reason, we must not tax with the same proportion; but with increase in income, the percent rate must be also increased. This means that the percent rate must be progressive as in income tax, and there must be a tobacco tax whose price increases progressively. (Mizobata, 1993 , p. 52, author's translation)
The argument here is based on a well-known observation that for the rich, the marginal utility of a certain amount of money is much smaller than it is for the poor. In the history of economic thought, the foundation of this argument was severely criticized because it is based on an interpersonal comparison of utility; but Menger still stuck to the old-fashioned way of supporting the taxation progression.
Economic Liberalism in ' Socialtheorien'
In this section we examine Menger's homage to Adam Smith, which he extended in a Furthermore:
When it comes to the protection of the poor and weak, the basic standpoint of A. unclear whether or not they followed Smith in policy-making matters. In some way, they tried to go beyond Smith's position.
Menger goes on to show that Smith was not a laissez-faire economist.
It is not true, indeed it is a forgery of history, to say that A. Smith was a dogmatic advocate of the ' laisser faire, laisser aller' principle and that he believed that the completely free play of individual interests would lead to the economic cure of society. In various parts of his work, he admits that the efforts and interests of individuals and entire social classes stand in direct opposition to public interests.
Not only did he accept state intervention in most cases, but he believed it to be an order of humanity considering the public welfare. Encyclopedists. In Rudolf's opinion, these writers contributed to the basic understanding and popularization of the ideas of humanity and human rights.
Rudolf also appreciated the efforts of Joseph II, as follows:
Joseph II lived in this great age. We must see him as a supporter of the great ideas of his time, a supporter with a crown. The revolution that came from below against the establishment of society was realized by him, standing at the top of state power to promote the welfare of the whole.
( Hamann, 1979, p. 245, my We owe France too much for all the liberal ideas and institutions of the continent.
And in all the moments when great ideas come out, it serves us always as a model.
Meanwhile Germany, which is nothing more than a huge Prussian military people, was a purely military state; only it has become bigger. The point here is that Menger, the mentor, had a different picture of the French Enlightenment from the one depicted by his pupil. Rudolf was not very far from the opinion that human beings can mold society as they like, and was firmly convinced that they continue to develop into better people largely by relying upon the further development of the natural sciences. Menger was less certain about the role of reason in interpreting and changing a human society.
Conclusions
Menger As a small détour from the main story, the last section is dedicated to the differences between Rudolf and his teacher, concerning the problem of how to interpret the Enlightenment. This is a necessary step not only in an interpretation of Menger's liberalism, but also in an examination of the relationship between the two in detail.
This paper is still merely a halfway house on the journey toward a complete understanding of Menger's liberalism. Much more research must be done using both published and unpublished materials in the near future.
Notes
*Department of Economics, Keio University, Mita 2-15-45, Minato-ku, 108-8345, Tokyo, Japan, e-mail: ikeda@econ.keio.ac.jp
